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SUBJECT: KRAKATAU STEEL 

REF: JAKARTA 5009 

1. ARMCO AND MCKEE HAVE NOT RECEIVED REPORTED APRIL 25 
TELEXES FROM GOI AND UNAWARE REQUIREMENT TO EXPRESS 
INTEREST BY MAY 1. WHILE REFTEL DOES NOT STATE SCOPE OF 
WORK REQUIRED OF CONSULTANTS, TWO COMPANIES ARE GENERALLY 
INTERESTED. THEY WOULD APPRECIATE EMBASSY EFFORTS TO 
ENSURE THEY ARE NOT EXCLUDED. 

2. DEPARTMENT AND COMMERCE/MEPD SHARE EMBASSY'S DESIRE 
TO PROCEED CAUTIOUSLY. COMMERCE HAS ADVISED ARMCO AND 
MCKEE NOT TO MAKE ANY DIRECT INQUIRIES AT THIS TIME. 

3. TO BE HELPFUL TO TWO COMPANIES, WE WOULD APPRECIATE 
HAVING CERTAIN DETAILED INFORMATION SOONEST. HAS GOI 
POSSIBLY CHANGED ITS MIND ABOUT INVITING BIDS FROM PROS- 
PECTIVE CONSULTANTS, OR AT LEAST FROM ARMCO AND MCKEE? WAS 
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(ASIDE FROM SOFRASID)? HAS GOI DECIDED TO AVOID BID INVI- 
TATIONS AND MERELY TO GIVE CONSULTANT CONTRACT TO SOFRASID, 
AS SUGGESTED IN REFTEL? IF GOI IS ONLY DELAYING ITS 

INVITATIONS TO BID, WHAT ARE LIKELY TO BE TERMS OF 
REFERENCE FOR CONSULTANTS - REORGANIZATION OF KRAKATAU?; 
CLARIFICATION OF TECHNICAL AND ECONOMIC QUESTIONS 
SURROUNDING POSSIBLE EXPANSION BEYOND 500,000-TON LEVEL 
OF PRODUCTION? OTHER? 

4. WE HAVE DISCUSSED SITUATION WITH COMMERCE/MEPD, 

WHICH PARTICULARLY FEELS NEED TO AVOID IMAGE OF 
ABANDONING U.S. INDUSTRY. THIS PARTICULARLY 
IMPORTANT IN VIEW OF FRENCH "TRADE OFFENSIVE" REPORTED 
EMBASSY'S A-53. KISSINGER 
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